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1, As is indicated by the attached referenee^hi^tffioe has been 

unable to obtain access to the reco rds of a d 

contractor under for the purpose of completing its __ yiA h 

audit for closing the contract settlement. zoaim \ 

2. Review of this case seems to point to the following conclusions: 

* a. Basically, the problem has arisen because the Original 
contract did not recognize nor provide for conditions of audit to 
protect the Agency’s interest. 

b. In spite of the deficiency in the basic contractual agree- 
meats, at least a BHtHmraa audit has been conducted with respect to 
verification of 1425,402.48 of the total costs of $547,576.55 
claimed under the contract. 

o. Although the validity of security objections to completion 
of the audit of the subcontractor by representatives of this office 
appears to be of questionable nature, in view of the lack of audit 
provisions in the contract and previous use of a witting CPA, it 
is doubtful that we can sustain the position that audit must be by 
our representatives. 

d. In view of the results obtained from previous use of an 
outside CPA on audit under the contract and the broad general terms 
Of the contract, it is extremely doubtful that use of a witting, 
security-cleared CPA would result in sufficient adjustment of oosts 
claimed to justify the cost of such audit. 

©. The Audit Office believes that audit requirements of the 
25X1 A subject contract have bee n satisfied by the interim r eport on the 
subcontractor prepared by^ 

i«c«meut r». 
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% Is view of the above conclusions, it is ay recoffiaendation 
that we close the subject case without further audit, subject to 
determination by the Office of Logistics that costs cladwjd nnder 
the contracts are reasonable and proper for the products furnished. 

4, lour concurrence in this action is requested. 
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